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093784 

PR 191617Z APR 75 
FM USMISSION OECD PARIS 
TO SECSTATE WASH DC PRIORITY 6650 
INFO USMISSION NATO 

UNCLAS OECD PARIS 10017 

FOR IO/EX (SOUTHWORTH) AND EUR/RPE (LEVINE) 

E.O.l 1652:N/A 
TAGS: AORG, OECD 

SUBJECT: 144TH MEETING COORDINATING COMMITTEE OF 
GOVERNMENT BUDGET EXPERTS. 

REF: USNATO 2056 

1. BEGIN SUMMARY: AT 144TH MEETING OF CCG. COMMITTEE 
EXAMINED REMAINING UNRESOLVED ISSUES ON PENSION RULES- 
COSTS FOR VALIDATION OF PRIOR SERVICE, DISPOSITION OF 
PROVIDENT FUND HOLDINGS USED TO VALIDATE PAST SERVICE 
CREDIT, AND TAX ARRANGEMENTS TO BE APPLIED TO PENSIONS. 
RESTRICTED WORKING PARTY WILL MEET IN BRUSSELS 

APRIL 23 TO ATTEMPT RESOLVE DEADLOCK ON VALIDATION 
COSTS. END SUMMARY. 

ACTION REQUESTED: REQUESTS INSTRUCTIONS PARA 2 BY COB 
APRIL 22 AND INSTRUCTION ON OTHER ITEMS PRIOR NEXT CCG 
MEETING MAY 15TH. 

2. DRAFT REGULATION ON TAX ARRANGEMENTS FOR PENSIONS 
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FOLLOWS GUIDELINES SET OUT IN 109TH CCG REPORT. SOLE 
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POINT OF CONTENTION IS US POSITION, WITH TOKEN SUPPORT 
FROM ITALIAN DELEGATE, THAT ADIUSTMENTS COULD BE MADE 
ONLY IF THE PENSIONER RETIRED IN A MEMBER COUNTRY OF 
THE ORGANIZATION MAKING THE PENSION PAYMENT. MISSION 
DOES NOT BELIEVE US SHOULD BE PLACED IN POSITION, 

HOWEVER REMOTE, OF MAKING A CONTRIBUTION TO GROSS UP 
PENSION FOR PENSIONERS FROM ANY COORDINATED ORGANIZA- 
TIONS BESIDES NATO AND OECD. 

3. 94TH REPORT OF CCG CALLED FOR THE VALIDATION OF 
PRIOR SERVICE BY A PAYMENT CORRESPONDING TO THE CONTRI- 
BUTIONS PAID INTO THE FUND (21 OF SALARY PAID EACH 
YEAR) PLUS COMPOUND INTEREST AT 4 PERCENT PER ANNUM. 
BELGIUM AND CANADA, WITH PRO-FORMA SUPPORT FROM UK 
AND GERMANY, EXPRESSED CONCERN OVER INEQUALITIES IN 
VALIDATION COSTS BETWEEN EMPLOYEES FROM DIFFERENT 
COUNTRIES AND FACT THAT SOME AGENTS MIGHT BE ABLE TO 
VALIDATE FULL CREDIT BY USING ONLY ABOUT 70 PERCENT OF 
THEIR PROVIDENT FUND HOLDINGS. NO CONCRETE PROPOSALS 
FOR CHANGE MADE EXCEPT FOR CANADIAN DELEGATE'S PROPOSAL 
TO USE A UNIT OF ACCOUNT IN CALCULATING VALIDATION 
COSTS. SECRET ARIES-GENERALS MADE VIGOROUS AND LENGTHY 
CASE FOR RETAINING FORMULA APPROVED IN 94TH REPORT 

AND THEY RECEIVED STRONG SUPPORT FROM FRENCH AND ITALIAN 
DELEGATES FOR RETENTION FORMULA. SINCE UNANIMITY 
COULD NOT BE REACHED, RESTRICTED WORKING PARTY (MASSBERG 
US, CANADA UK, PLUS REPRESENTATIVE FROM OECD AND NATO) 
WILL MEET APRIL 23 IN BRUSSELS, TO SEEK ACCEPTABLE 
SOLUTION. SINCE FORMULA FOR VALIDATION WAS 
APPROVED IN 94TH CCG REPORT, SOME EMPLOYEES IN OECD 
HAVE ALREADY VALIDATED PRIOR SERVICE, AND A CHANGE AT 
THIS LATE DATE WILL LIKELY ELICIT STRONG AND UNFAVORA- 
BLE REACTIONS IN STAFF ASSOCIATIONS, PARTICULARLY AT 
OECD, MISSION RECOMMENDS AUTHORIZATION RETAIN EXISTING 
FORMULA. HOWEVER, SINCE A NUMBER OF EMPLOYEES WILL BE 
ABLE TO RETAIN SIGNIFICANT AMOUNTS OF THEIR PROVIDENT 
FUND HOLDINGS AFTER VALIDATION COSTS MET, MISSION 
BELIEVES THIS POSITIVE ASPECT OF THE PENSION SCHEME 
SHOULD BE REFLECTED IN THE REPORT TO COUNCILS AS A 
USEFUL COUNTER BALANCE AGAINST SECRET ARIES-GENERALS 
AND STAFF ASSOCIATION COMPLAINTS ABOUT WHAT THEY 
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CONSIDER UNFAVORABLE ASPECTS OF PENSION SCHEME 
(TREATMENT OF TAXATION SCHEME, LEAVING ALLOWANCE AND 
REVERSIONARY RIGHTS FOR WIDOWERS). 

4. UK DELEGATE PROPOSED (CCG/W(75)16) THAT AMOUNTS 
PAID FOR VALIDATION BE PLACED IN A SPECIAL GOVERNMENT 
ACCOUNT IN THE RESPECTIVE PROVIDENT FUND AND SHOULD BE 
LIQUIDATED AS SOON AS POSSIBLE CONSISTENT WITH THE 
ORDERLY PHASE DOWN OF THE PROVIDENT FUNDS. IN MOST 
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ORGANIZATIONS THE LIQUIDATION COULD BE CARRIED OUT IN 
ANNUAL STAGES, WITHIN FIVE YEARS AND THE FUNDS SO LIQUI- 
DATED WOULD BE RETURNED TO MEMBER GOVERNMENTS. MISSION 
RECOMMENDS ACCEPTANCE THIS PROPOSAL AS IT ASSURES THAT 
THESE FUNDS WILL BE RETURNED TO GOVERNMENTS AND COULD 
NOT BE TREATED IN ANY WAY AS MISCELLANEOUS INCOME TO 
ORGANIZATION BUDGETS. 

TURNER 
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